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Let those flatter who fear, it is not an American art. 


—JEFFERSON 
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PRESS.SWINGS AT ALLAN. 


(Last week we asked editor- 
ially, where are the scathing edi- 
torials in the daily press roasting 
the Shivers Administration lke 
they used to roast the Truman 
Administration? We didn’t count 
on George Carmack, editor of the 
Houston Press, who wrote:) 


6“ 


A Story of Two Men... 
Harry in Washington 
And Allan in Austin 
DEAR PRESS READERS: 


It would be hard to imagine a 
more ironic story than the one that 
has unfolded before our eyes during 
the last few years. 

It is a story of two men. 

The two men are Allan Shivers, 


Governor of Texas—and Harry 5. 
Truman, President of the United 
e.. 
tates. 

Consider the situation for just a mo- 
ment— 


Here are two men who down through 
the years have been bitter political ene- 
mies. 

One—Allan Shivers—has come to be al- 
most a symbol of what for want of a bet- 
ter word we call a “Conservative.” 

The other—Harry Truman—is no less a 
high priest of what for want of a better 
word we call the “Liberals.” 

No two men have crossed swords more 
earnestly on the national scene. 

Yet the similarity between the Harry 
Truman administration in Washington 
and the Allan Shivers administration in 
Texas is, in our opinion, startling. 

The two men have traveled down the 
same road, it seems to us, when it comes 
to remaining silent in the face of boodling 
and high-binding. 

The place each finally has in history 
will be forever plagued, we think, by 
their adherence to the “my-friends-can- 
do-no-wrong” philosophy of so-called 
“practical politics.” 


GRAVE MENACE IN WASHINGTON 

The Truman administration in Wash- 
ington had its income tax scandals on a 
scale unprecedented in our national life. 

It had the grain scandals, the surplus 
ships scandal—influence peddling in the 
grand manner—its mink coats and its 
deep freezes. 

In our opinion the decay of moral fiber 
in Washington in the Harry Truman ad- 
ministration was the gravest menace our 
country ever faced—graver even than the 
Communist menace. 

And yet in the face of it all Harry Tru- 
man remained silent, or excused the ac- 
tions of his friends and political support- 
ers. His voice was still when he should 
have been throwing the great weight of 
the office of President of the United 
States on the side of honesty and integ- 
rity and honor. 

The Shivers administration in Austin 
has had its veterans land scandal—in 


which the treasury of the state was looted 
on a scale unmatched in the history of 
Texas. 
It now has the insurance scandal—even 
worse than the veterans land situation. 
This is the day of the lobbyist—the 
highbinder has the green light—the day 


of the influence peddler—when legisla-. 
tors actually make sport of efforts to 
bring some control to the _ situation 


through passage of lobbyist registration 
or fee-disclosure laws—when public offi- 
cials accept favor after favor from people 
they are supposed to regulate— 

And Allan Shivers has remained just as 
silent in Austin as Harry Truman did in 
Washington, 


A SHAME AND DISGRACE 


The things that are happening to Texas 
are a shame and a disgrace. 

This boodling and influence peddling 
shatter the tradition of our great state. 

Texas tradition is not the tradition of 
Tammany Hall. 

Our state heroes are Stephen F. Austin, 
Sam Houston and Jim Hogg—not Pender- 
gast or Hague. What honorable men such 
as Austin, Houston and Hogg would have 
had to say about the highbinders that are 
disgracing Texas now would have been 
something! 

If there ever was a time that leaders 
should step forward and throw their 
weight on the side of decency to recap- 
ture the Texas that was, that time is now. 

The first thing that Alian Shivers 
should do is call for the resignation of 
two of the three members of the Insur- 
ance Commission. 

These two men should never have been 
appointed in the first place. Both were 
former campaign managers for Ail@e 
Shivers and no political campaign mana- 
ger should be put in a place as sensitive 
as the Insurance Commission. Political 
campaign managers of necessity have ac- 
cepted too many favors for their candi- 
date in the course of a campaign. 

Then these two men have accepted fa- 
vors that seem to us indefensible. 

We cant imagine any man—as one 
commissioner did—accepting a trip to 
Hawaii for his wife and himself from 
anyone other than a close relative. And 
when the host is an insurance man and 
he is an insurance commissioner charged 
with the regulation of that industry, it 
goes far beyond the pale. 

Then it became public that these two 
commissioners and their wives were the 
guests of another insurance man at his 
home in Mexico City—that one of the 
commissioners was a guest of still an- 
other insurance man on a trip to Califor- 
nia—that both were again an insurance 
man’s guests on a trip from Miami to 
Havana. 

THERE’S NO DEFENSE FOR THIS © 

Then we don’t see how anyone could 


defend one of the commissioners accept- | 


ing contributions from insurance men for 
the Shivers campaign fund. 

Imagine a man charged with the re- 
sponsibility of regulating an industry 
having anything to de with campaign 
funds from men in that industry! 

But of even more importance, it seems 


(Continued -on Page 3) 
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Tie-in Insurance Rates Regulated 


(Continued from*Page 1) 
amount of required health and acci- 
dent credit insurance can be 300 per- 
cent of the note on loans of $50 or less 


«&-payable in three months and 175 per- 


cent on larger, loans. 

Not all credit insurance is connected 
with the small loan trade. Banks and 
other financial institutions write it for 
various debts, and this aspect of its 
application is not the subject of this 
study of its widespread use as an 
added charge on small loans, 

The commission is required to set 

the premium rates, but it has not held 
a rate hearing since 1952. Connor ex- 
plains that other things have been put 
ahead on the agenda, and that in rate- 
making, five years’ company exper- 
ience is necessary, A former commis- 
sion chairman, George Butler, now de- 
ceased, stated on Feb. 12, 1952, in re- 
sponse to complaints then that the 
rates were too high, that they had 
been in effect only two years and that 
three vears is considered the minimum 
experience period (Dallas News, Feb. 
3, 1952). 
“ Complaints about the rates have 
been filet] with the Insurance Commis- 
sion and the Attorney Genéral’s office 
—some of them literally tomes of 
charges. There has been no state ac- 
tion as a result. Connor told the Ob- 
server: “I don’t believe I could truth- 
fully say any business has been put 
out of business for its credit insurance 
business.” He has received “very few 
complaints,” he says. 

The board has refused to regulate 
the lenders’ commissions — which 
make up about 85 percent of the “in- 
surance” cost—on the theory that the 
law does not give the board this au- 
thority. Presumably it could set the 
rates low enough to force an indirect 
reduction of commissions, but it has 
not done so. , 

loan companies’ agents now turn 
over their commissions to the com- 
pany. An article in the Texas Insur- 
ance Code prohibits insurance agents 
from assigning commissions to a cor: 
poration, Connor and the board have 
maint##ned that the subsequent adop- 
tion of the credit insurance statute, in 
which a “lender agent” is defined to 
include companies with a subsequent 
reference to lender agents receiving 
commissions, is an exception to the 
prohibition. 

ty these various rules and interpre- 
tations the Insurance Commission has 
in effect upheld the high-commission, 
low-claims policy of the credit insur- 
ance industry of Texas, 


The Plan 


Put another way, here is how Texas 
credit insurance works, 

You need $50 quick. You go to the 
High-Card-Wins Finance Company 


gen the “Little Wall Street” in your 


town. The man says, sure, the interest 
and fees on that for three months will 
be about $1.50. Naturally, he tells you, 
you'll want to buy some credit insur- 
ance. (If you don’t you don’t get the 
loan.) How much will that cost? Life 
premium, $2, disability premium 
$12.27, hospital premium $2.03, total, 
$16.30; total charges for the three- 
month loan, $17.80, and the man 
hands you a policy you sign and a note 
you sign for $67.80, repayable in three 
monthly installments of $22.60, 

The moneylender takes your pre- 
miums of $16.30. He pockets about 
$14 as his “commission” on the insur- 
ance; the credit insurance company 
he has contracted with gets the rest. 
On the average, it keeps about $1.30 
for expenses and its own profit, and 
with the remaining $1 it pays off 
claims..from the borrowers who, like 
you, bought the insurance because 
they needed cash fast. 

This is the result of the 1949 credit 
Cain called one of the most com- 
mendable pieces of legislation ever 
passed in the United States, and which 
the Texas Secretary of State calls the 
enactment by the Texas Legislature of 
a usurious subterfuge, 

(The charges in the illustration are 
taken from a price list shown the Ob- 
server by a terrified loan company 
manager in San Antonio who begged 
his name not be used for fear he 
would be fired. A spot-check with 
other companies in the city indicated 
the total charges are about standard, 
but that the total insurance premium 
is often about $2 or $3 less.) 


Some Firms 


State law requires insurance com- 
panies to file annual statements with 
the Board of Insurance Commission- 
ers. From these the Observer has 
learned that the most recently re- 
ported practice in the Texas credit in- 
surance industry appears to be to pay 
out roughly 85 percent of all premium 
income to the moneylenders. Between 
five and ten percent is paid out for 
claims by the borrowers, and the bal- 
ance is kept for the companies’ ex- 
penses and profit. 

Roy Cummins, vice-president of the 
Texas Association of Small Loan 
Companies for three years, told the 
Observer in San Antonio that the four 
principal Texas credit insurance com- 
panies are Bankers Health and Acci- 
dent of Dallas, Home Life and Acci- 
dent of Dallas, American Guaranty 
Health, Lite, and Accident of Austin, 
and Continental American of Hous- 
ton. The Board of Insurance Commis- 
sioners has listed 72 Texas insurance 
companies which have paid the neces- 
sary fee to qualify to do the business, 
but a staff official states that very few 
of these have credit insurance as their 
principal line. 

The two Dallas companies are un- 
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Press Lashes at Shivers 


(Continued from Page 2) 


to us, is the evidence that members of 
the commission were told of conditions 
in the US T&G affairs that should have 
put them on their guard months before 
action was taken. 

If the commission had moved swiftly 
when they first suspected everything was 
not as it should be, many investors would 
have been saved many hundreds of thou- 
sands of dollars. 

It seems to us that the least Governor 
Shivers can do is to call for the resigna- 
tion of these two men and replace them 
by as able Texans as can be found. 


LEGISLATURE IS EVEN WORSE 


“ But even worse than the situation on 
the Insurance Commission is the situation 
in the Texas Legislature. 

The man who pays the fiddler gener- 
ally calls the tune and some way is going 
to have to be found to keep legislators 
from accepting legal fees or any other 
payment from those who have business 
with the Legislature. 

My space is growing short and I must 
hasten to outline at least three things I 
think are necessary if Texas affairs are to 
regain the integrity they must have if we 
move forward as a great state, 


1. Some effective way must be devised 
to make public EVERY campaign contri- 
bution—direct or indirect—made to any 
candidate. It must be a criminal offense 
to hide any contribution or to disguise its 
true source. There must be stiff criminal 
penalties for any violation. 

2. There must be a registration law for 
all lobbyists in Austin. This law must pro- 
vide for a detailed listing of all expendi- 
tures including the name of every person 
who received any favor however small. 
It too must have stiff criminal penalties. 

3. Every member of the legislature 
must disclose the names of all his clients 
who directly or indirectly could have 
any interest in legislation. The amount of 
fees should cover a period of time pre- 
ceding the Legislature as well as the per- 
iod during the Legislature itself. And we 
are not only talking about lawyers and 
legal fees—we'’re talking about public 
relations men, lobbyists, real estate ag- 
ents, insurance agents, salesmen or what- 
ever the profession of the legislator 
might be. Any financial obligation that 
could have any bearing on a legislator’s 
actions should be a matter of public rec- 
ord. And again there should be stiff crim- 
inal penalties for violators. 

GEORGE CARMACK 


9 


derstood to be the biggest ones in 
Texas, so the Observer checked their 
annual reports for the last four years 
available—1951 through 1954 


During these years, Home Life and 
Accident took in $10,859,389 in pre- 
miums, paid claims of $571,772, and 
paid commissions to agents (usually 
the moneylenders) of $9,660,782. In 
other words, during these four years, 
Home Life took the $11 million paid 
in for “credit insurance” by borrow 
ers as a condition of getting small 
loans and gave 89 percent of it to the 


moneylenders for “commissions” And 
5 percent to the borrowers for 
“claims.” 

Bankers Health and Accident rec 


ords for 1951-54 show a total pre- 
mium income of $10,254,974, of which 
$764,699, or 7.4 percent, was paid to 
the borrowers for claims, and $9,080,- 
262, or 88.5 percent, was paid to the 
agents—that is, the loan companies 
as “commissions.” 

(Detailed figures on these two com- 
panies are given in a chart on page 4. ) 

Frank Cain and his law part- 
ner, Representative Doug Bergman of 
Dallas, have represented Home Life at 
hearings on credit insurance before 


the Board of Insurance Commission- 








Insurance Scandals 
To the Editor; 

Enclosed ... to cover a year’s sub- 
scription for your magnificent news- 
paper. Both my partner and I have 
been reading The Texas Observer for 
quite a while, but we believe that we 
could use a good newspaper in our 
office for the clients to read. We want 
to congratulate you, especially on your 
recent issues ... wherein the Insur- 
ance Commission’s scandal is very 
frankly and fearlessly presented .... 

V. G. ROEL 
Roel & Sanchez, M&J Bldg., McAllen 


Every Family 
To the lditor: 

It looks like at long last, due to your 
efforts, the big daily papers are being 
forced to give the public the facts. I 
only wish there was some way to put 
vour paper in the hands of every 
family ‘in Texas. 

W.J.B. GOULDY 
1301 West 7th St., Plainview 


Back to Mexico 
To the [ditor: 

During the ‘Louisiana 
back in the 1930's, some bright Texan 
suggested the United States sell Lou- 
isiana back to France. In view of the 
recent and current “Texas Scandals,” 
let's hope no Pelican Stater mentions a 
deal to return Texas to Mexico.... 

R, QO. SPINEY 
Winnsboro 


si 1.1." 
scandals 


The Daily Press 
To the Editor: 

Congratulations ... for coming out 
with information that we do not get 
from the daily press... 

¢ W. A. KLECKA 
Temple 


Skullduggery 
To the Editor: 

}ravo! You are doing a good job of 
telling the people of Texas of the 
skullduggery going on in Austin, 
which should have been exposed by 
the timid dailies long before your or- 
ganization, 


GARLAND F. SMITH 
Box 186, Weslaco 
(Not to be confused, etc.—Ed.) 
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7 tot 
D uuld be everlastingly 
x your forceful and 

the insurance, 
orts of graft and cors 
ivers Administration 
. and that stalwart, 
ot lemocrat and Christian 
usader for the right, 
IX oh, are responsible 
\opeful situation .... 

MRS. J. M. JONES 


- - «* 


705 N. Main, Temple 


Té es ot 


Program Complete 


i 


miber how Allan 

C voters of Texas 
a third term so he 

cou is program ... Well, 
the appointees in 

1 his three terms), with 


1 the insurance deal 


iy alter the court's deci- 
regation said 
along with the decision, 
Nios i had rather have their 
stat than the tidelands, As I 
see it he has just about finished his 
progr had planned. 
W. H. WARREN 
Farmersville 


Shivers 





The Texas Observer 
Page 3 Jan, 25, 1956 





Agents’ Commissions High in Texas Credit Insurance 
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was named as the representative of 

Texas credit insurance companies The Hard Facts 
Titus of Bankers Health has lob- 

bied in the Legislature for credit 1n- coe ae 

surance protection tinder state law 


He 


daddv” of credit insurance. 


A COMPARISON OF CREDIT INSURANCE PREMIUM IN- 
is known as the “king” or “grand- COME, CLAIMS PAYMENTS, AND COMMISSIONS TO 
AGENTS (USUALLY LENDERS) BY TWO LEADING TEXAS 
COMPANIES DURING THE FOUR-YEAR PERIOD 1951-54.* 





In another Titus company, Big 
state payments to agents W e 4¥v.o 
percent of the premium income in a ar raat mi; © 
1934. and payments of claims on the 
policies were 3.8 percent of wl e 
policyholders paid in that vear State Dal as, Texas 


records show that of . . 
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Lots of companies 
Sell life insurance 


BUT 
Olt [NoustriEs LIFE 


SELLS MORE INSURANCE 


SETS MORE RECORDS 
AND IS FRIENDLIER 
Than Most. 


OIL INDUSTRIES LIFE 





affiliated with 





Western Indemnity Life Insurance Company 


5011 Fannin, Houston, Texas 


THROUGHOUT TEXAS 


Home Oifice: 
AGENCIES 











panies could not pay more claims 
later, A company spokesman replied 
that the commissions would’ be 
duced if the claims increased. (Since 
most Texas credit insurance is short- 
term, usually connected with loans for 
three months or less, the carned-ver- 
sus-total difference is also short-run.) 


Spot Checks 


An Observer reporter went to San 
Antonio and checked two concentra- 
tions of small loan firms on_ parallel 
streets in downtown San Antonio— 
the 300 blocks of Navarro and Presa. 
They call the section aiong Presa 
Street “Little Wall Street.” The Na- 
varro Street section has been known 
to have been alluded to as “Suckers’ 
Row.” An employed San Antonio 
housewife who walks to work past the 
loan offices on Navarro every morn- 
ing told the Observer she frequently 
sees Mexican women with their chil- 
dren entering and leaving the offices. 

The check provided some clues to 
how credit insurance works in prac- 
tice. 

“Don’t go too hard on us,” said one 
loan office manager there. “If they 
paid off in three months, why we 
would make a haul, but they don’t ... 
Three nights a week I go into their 
( Mexicans’) homes to collect on loans, 
I see how they live, it’s awful.” 

At United Finance Service, 319 Na- 
varro, Miss Olga Rodriguez, a clerk, 
told the Observer reporter—who iden- 
tified himself as such—‘you have to 
take the insurance with us or you can't 
get the loan.’ She said the credit in- 
surance policy with American Guar- 
anty Life, Health, and Accident In- 
surance Co, is “the only one we have.” 
She confirmed that the total charge on 
$50 for three months is $17.80 there. 

(The Texas credit insurance law 
requires lenders to give borrowers an 
option to buy insurance elsewhere.) 


re- 


One manager.on Navarro Street 
said his note, too, is $67.80 on a $50 
3-month loan, He told the reporter 
about a $2 service charge and $14.70 
in insurance premiums—but broke off 
before showing the balance of 
charges and thought better of it, send- 
ing the reporter across the street to 
Phil Kenton, manager of Navarro Fi- 
nance, 303 Navarro, and president of 
the San Antonio Association of Small 
loan Companies. Kenton referred the 
reporter to Cummins, who is also a 
past-president of the San Antonio as- 
sociation, but Kenton did confirm that 
loan companies’ charges in San An- 
tonio are “all practically the same—- 
they might vary tweaty or thirty cents 
in a loan,” 

T. D. Berry, manager of Berry Fi- 
nance Co., 314 Presa Street, told the 
reporter: “I don’t see that it’s any con- 
cern of yours unless you're gonna 
make a loan.” ary 

Frank Schnitz, a gentle and man- 
nerly appearing man, manages Ace 
Loans, 313 Presa. He said his charge 
for a $50 three-month loan is $17.80. 
(“It's standard, they all have the same 
schedule.”’) The reporter asked him if 
his borrowers have an option’ to buy 
their “credit insurance” elsewhere. 

“Well, that’s a hard question to an- 
cwer,” he said. “I couldn’t handle a 
loan without it, jf you know what I 
mean. I never had it to come up; 
somebody say I want to go down the 
street and take the insurance with a 
friend, I’d be in a spot.” 

What happens when a supplicating 
borrower says he doesn’t want the 
credit insurance? Schnitz was asked. 

“Well, a man says, No, I don’t need 
that, I’ve got hospitalization already, 
[ say, yes, you've got insurance, but 
that doesn’t cover the loan.” 

Does he, Schnitz, keep 85 percent of 
the “premiums” he collects on credit 
insurance? “That’s about right,’ he 
said. The reporter expressed 
laughed apprecia- 


mission. Schnitz 


tively. 


‘Certainly’ 


Lewis Terrazos, manager of Atlan- 
tic Finance next door to Ace Loans, 
was asked if he requires credit insur 
ance as a condition of granting a loan, 

“Yes, state law requires it,” he said, 
“We can’t operate without it.” 

(The state law is permissive. ) 

Does Atlantic Finance require a 
policy taken out with Atlantic Finance 
before granting a loan? “You have to 
get it where you buy the loan—I be- 
lieve so,” said Terrazos. Another man 
in the office took exception. “We don't 
know for sure,” he said. 

Terrazos, too, confirmed his com- 
pany’s total charge on a three-month’ 
$50 loan is $17.80. 

Contacted later, Cummins said that 


the credit insurance companies want @% 


lower commission for the loan com- 
panies than the prevailing 85 percent, 
but, he says, “the companies have 
been so competitive in trying to sign 
up they will offer higher 
commissions to sign up the lenders.” 
He said the credit insurance compan- 
ies “cut each others’ throats all the 
time” in this manner. “Human nature 
being as it is,” he said, “certain lender 
agents are greedy but we do not 
advocate high commissions, where it 
is proof in itself that the company 
cannot pay its just claims.” 

He said he would favor state regu- 
lation of the commissions, “provided 
they (the state) had the proper infor- 
mation.”” No one more than the small 
loan association wants the public to 
accept the small loan business “like 
they do other business,” Cummins 
said, 

In effect, Cummins was asked, ig 
not “credit insurance” an income sup- 
small loan 


agents— 


plement for the Texas 
cempanies ? 

“Certainly! Certainly!” replied the 
loan company association officer. “It’s 





just a natural human trait.” 
: R.D. 
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AUSTIN 

Hard-to-obtain official transcripts 
of the Board of Insurance Commis- 
sioners hearings on credit insurance 
reveal that the board was on notice 
four years ago that credit insurance 
was being used by loan sharks as a 
usurious cloak, but it also heard 
Rep. Doug Bergman of Dallas, his 
law partner Frank Cain, and other 


credit insurance executives defend 
the high -commission, low - claims 


part of the industry, and it sided 


with them. 


Commissioners at that time were 
George Butler, chairman, Paul Brown, 
and Garland Smith—the latter the 
only member still on the board. The 
commission has not held a rate hear- 
ing on credit insurance since Septem- 
ber, 1952, 

Cain and Bergman testified at the 
1951 hearing, and Bergman wrangled 
with the commissioners at great 
length again in 1952. (Bergman was 
the principal House sponsor of the 
credit insurance law. Cain was then 
president and is now chairrhan of the 
board of Home Life and Accident, 
leading Texas credit insurance firm 
for which both appeared. ) 

}ergman speaks best for himself at 
the 1952 hearing. 

“l happen to know something 
about” the credit insurance law, he 
told the commissioners, “because [ 
know the chairman of the commission 
and I think Mr. Smith knows a little 
something about it, too .... I handled 
that bill before the Insurance Com- 
mittee, At that time I did not repre- 
sent anybody ... in the loan business 
or... in credit life or health and acci- 
dent business. I was trying to repre- 
sent the people ... 


“ce 


.. it (credit insurance) is a spe- 
cial insurance .., a particular and a 
peculiar type of insurance .... vou 
have got to pay high commissions to 
write it .... It isn’t credit insurance 
unless it is sold in connection with a 
loan ....” 

Bergman interpreted the law he had 
helped pass to the commissioners. He 
used such phrases as: “The Legisla- 
ture has told ... you you couldn't ..”3 
“You must necessarily ...” (accept 
the high commission in setting rates) ; 
“The Legislature tells you you 
must ...”; and “I'll tell you what the 
Legislature, had in mind .... Why not 
face it when setting the rate, why say 
they are paying a high commis- 
rere 

( Bergman had been defeated for re- 
election at the 1950 election. He was 
returned to the Legislature in 1952.) 

He tokl the commissioners that if 
they cut the profit on credit insurance, 
the loan eompanies would go back “‘to 
operating as outlaws.” “If you ap- 
proach it from the intent of the Legis- 
lature you must necessarily not just 
wave aside this happens to involve 
people who are in the loan business 
and that the loan business is a scan- 





If you like traditional styles in 
folk Singing, you may enjoy own- 
ing one or both of these albums 
by HALLY WOOD: 

‘O Lovely Appearance of Death’ 
available from Electra-Stratford, 
361 Bleeker St., New York City 

Texas Folk Songs 
available from William Charles 
Music Company, 2350 Guadalupe, 
Austin, Texas. 
( Long-Playing) 














IF YOU BUY A CAR— 

IF YOU BUY A HOUSE— 

IF ANY OF YOUR POLICIES EXPIRE— 
CALL 


‘BOW’ WILLIAMS 


Automobile and 
General Insurance 


Represents ICT— 


The Company Owned by Union Members 
624 LAMAR BOULEVARD 
AUSTIN, TEXAS 
TELEPHONE GReenwood 2-0545 
“LET’S ABOLISH THE POLL TAX” 





Early Sessions “itended 
By Solons, Executives 


dalous and scurrilous business,” he 


said. 


Niep FRITZ, Dallas attor- 
ney, testified for the State Junior Bar 
at the °52 proceedings. He formally 
charged “usurious abuses ... by cer- 
tain companies in credit insurance op- 
erations in the small Joan field.” He 
cited one instance where a loan chain 
with four offices in Dallas split up a 
single loan four ways to write four in- 
surance policies on it. He read high 
premiums into the record. He told the 
commission “the loan company own- 
ers get 85 percent of the premiums as 
their commission” in one case. He 
specified how the board's still-extant 
rules let companies multiply the credit 
insurance premiums twelve times by 
limiting the size and splitting the loan 
up among loan offices. Then, he said, 
“they hound them to renew, they say 
renew, renew, renew. If he gets a day 
behind, come in, renew. They talk to 
them nice, talk to them strong, call 
their employers ...” 

Fritz and Bergman had this ex- 
change over whether the board could 
cut down these usurious abuses: 

xergman: This Board has nothing 
to do as to whether or not a loan com- 
pany does that. 

“Fritz: It can make changes in the 
Soard Order ... cutting down on the 
usurious abuses. 

“Bergman: If you are correct it 
then I'm going to move to New Zea- 
land.” 

Fritz also mentioned what he called 
other abuses: “juiey commissions,” 
failure to allow refunds on loan re- 
newals, discouragement of claims, and 
failure of one mutual credit insurance 
company to keep a roster of its mem- 
bers as required by law, 

Fritz recommended limiting the 
lenders’ commissions to 20 percent 
and other reforms, (They were not 
adopted.) Fritz also asked the board 
to investigate credit insurance to see 
if it was being abused in the small 
loan field. (As of 1956, the board had 
not run totals on the volume of credit 
insurance business being done in 
Texas. ) - 


F RANK CAIN appeared 
for his company in 1951 (when Berg- 
man was present). He told the 
board it had “no right whatsoever” to 
regulate credit hospitalization insur- 
ance (which the board now regulates). 
He the “tentacles” of “gigantic 
corporations” tried to kill the credit 
insurance bill—specifically he men- 
tioned Household linance—and called 
the law “one of the most 
commendable pieces of legislation that 
has ever been passed in the United 
States” and helps borrowers. 

Then-Senator Keith Kelly of Fort 
Worth also appeared. This exchange 
took place when Butler sought to find 
out whom he represented. “Butler: 
Senator Kelly for the industry or the 
people? Kelly: Both, Butler: Oh, I 
see. 

Rep. Horace B. Houston of Dallas 
appeared “for the public” at the 1952 
hearing. He is also attorney for Bank- 
ers Health and Accident, one of the 
largest Texas credit insurance com- 
panies. 

Butler said at this hearing that the 
board had no jurisdiction over usury ; 
Paul Connor, then in charge of credit 
insurance for the board, said “the 
field of lending in general has been 
strictly placed beyond our jurisdic- 
tion.” 

Commissioner Brown was indignant 
about the high commissions, He asked 
Cain if a lender should “hide behind” 
an insurance policy and said it doesn't 
take a salesman to sell it “when vou 
are loaning the poor devil money.” 
(Cain said “... | don’t have to 
force them to buy it.’ He refused 
srown’s request for a schedule of 
Home Life commissions. ) 


~~ 
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The Commission’s Role 


Herbert Tigner, president of South- 
ern Life Insurance Co. of Houston, 
appeared in 1952 and told the board 
that without credit insurance 
than half the moneylenders of Lexa 
would return to “plain blank usury.” 
“We have got to pay high commis 
sions or we are out of business,” he 
said. 


more 


Read into the record that year was 
a statement by the Better Busin 
Bureaus of Texas that “excessive in 
surance premiums” are “a device to 
circumvent the usury laws... and 
permit the gouging of the public.” The 
bureau official who presented this 
statement to the board was permitted 
to be cross-examined for two pages by 
Tigner and Bergman. 

Executives of two out-of-state com 
panies testified in 1952 that their los 
ratios were 39 and 46 percent—not 7 
percent, as an exhibit on Texas com 
panies indicated. The Texas compan 
ies contested this exhibit, but Connor 
made the point that since they had al- 
ready paid out such high commissions, 
“it would be impossible for these com- 
panies to pay any higher loss ratio” 
than the indicated 7 percent. 

The most pregnant reminder .in 
1952 hearing came from an executive 
of Credit Life Insurance Company of 
Springfield, Ohio. Credit insurance 
he said, has been “authorized and con 
doned and directed by the Legislature 
in Senate Bill 


+] 
iit 


208.” 


Group Seeks Resignation 
Of Smith and Saunders 


AUSTIN 

The executive committee of the loy- 
alist Young Democratic Clubs of 
Texas Sunday adopted a resolution 
urging the resignation of Insurance 
Commissioners J. Byron Saunders 
and Garland Smith and a special ses 
sion of the Legislature to hire state 
employees to conduct a statewide in 
surance audit, prohibit “the proposed 
C.P.A. sham audit” of the compan- 
and consider impeachment of 
“every official from governor down 
who has any responsibility relating to 
insurance.” 

Gubernatorial prospect Ralph Yar- 
borough has called for the resignation 
oi all three commissioners, 

The executive committee of the 
Young Democrats elected Dean John- 
ston, state president, to the spot allo 
cated to the Young Democrats on the 
loyalist Democratic Advisory Coun 
cil steering committee, Johnston won 
over Houston Clinton, Jr., by a clos 
yote. 

The committee also adopted a reso- 
lution in favor of the teacher retire 
ment amendment. 


ies, 


‘Return to Normalcy’? 


AUSTIN 
Warren G. Harding will op 
pose Jesse James for State Treas 


urer of Texas next stummei 
Harding, county treasurer of! 


Dallas County, paid his filing fe 
of $875 Saturday and said it’s 
time for a change in the office 
James said he will stand for re 
election. 
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TEXAS ‘WORST 
SHARK STATE 


AUSTIN 
ton Post this week alse 
wort on the Texas credit 


iustry, In his first article, 

Martin 
ger (R.-N.D.) 
Commission and 
Zen Shepperd 
Senate 
ine 


quotes Senator 
charging 
rance 
eral John 
with his 
into credit 
lexas is “pers 


operate 
nquiry 
nger said 
joan shark state in the 


ote the commission and 
1954 


(sare 


summer of 
ring subcommittee. 


1) Lne 
eplied that the commis- 
‘delighted to co opere 

| that Texas credit in- 
eady regulated.” Shep- 
{his re ply te Langer that 
ld co-operate “as much 
but that “my statt will be 
beginning this week” 
court Sesstons, Langer 

st the Texas inquiry he 
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John Lee Smith Calls Daniel 
Strategy ‘Unconstitutional’ 


AUSTIN 
lieutenant governor, John 
Lubbock, maintains that 
Daniel must resign the 


etfore he files for the govern- 
tes the Texas Constitus 
tates that no member of 
eligible for any state of 


Iso mentioned a Supreme 
on an unrelated matter 
hat a candidate must be 

en he places his name on 


as questioned on Smith’s 
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SOME SENATORS | 


AUSTIN 
There is no doubt this week that 
some state senators are in trouble, 
One of them 
. 


had tears in his eyes as he told five 


px ssibly deep trouble 


ot his colleagues last week that he 
took $10,000 in cash from A. B. 
Shoemake, half of it during the Leg- 
islature, to represent defunct U. S. 
Trust & Guaranty before the Insur- 


ance Ccunmission 

Another volunteered the informa- 
tion he had taken $3,000 from Shoe- 
make as a retainer last vear without 
doing at vork for it, though he was 
avatlhible Then the directors of the 


State Bar of Texas, meeting in Mid 


ir al . vl 1 1; “rr 
reed reprimands or disbarmient 
} 1 . >| } 
Tor LAW VCT-ICUIsialors yudcged 
M tUrice 


bar president, said that local grievance 


wtluence-peddiing, 


+ 


+? } | } ++ 
cumlimittfees Nave been asxed to imvesti- 


t f 0 : } 
Riedl istalices Ol alleged miscondu 
ana t thev rule again inv law- 
Ver-iegisiator, the Dar Will Issue a pri- 

’ ‘ 
vate or pubhe reprumand or seek dis- 
bat ent 


The situation was so serious, so 


sudden] tnat a members ot the 
House Investigating Committee took 
an unprecidented step: they waived 
all personal and legislative immunity, 
declared none of them had any con- 
nection with U, S. Trust, and offered 
t vo be fore grand juries if need be 


No such general declaimer has been 
tiled by the Senate Investigating Com- 
mittee, but when it first convened on 
the insurance scandals, all of its mem- 
] had not 
wemake or 


bers told the Observer ther 
reveeived any pay from SI 
U.S. Trust. Last week Senator John- 
nie B. Rogers of Austin—one of the 


Investigators, who, as reported in the 
er P eel + ig ! } 
Fort Worth Star-Telegram, roduc- 
ed an exemption tor “trust compan- 


1e unk securities reyuliations in 
- 9 ’ ' ' +; 
ny , tho notes +} ‘ 7. 
1 Trick i! nTO LPlet the Texas 
I a re ae rar Per * 
t ‘4 { 4 oun L COTLCIUG aS ay ot 


Texas Legislative Council to study 
lobby-regulation laws toward the end 


i ea “e ] 

‘ op ) ( a reg wWOoOTV law, 

As a of fact. the ea o 
lohbhviet reaietratian and fall diccin 

CY Palio a ! LISCIOS 

ure or legislators’ retaimmer rees treat- 
€ the overwhelming legislative 
1 rity as a joke last session—is a 
laughing matter no more. Rep Maury 
eee he ie Meta of 13 
‘ CK, Jl e€ champ. ‘ 
bv ' . tmnt ‘ ee ° 
NVISt cor ol las SESSION \ intro 


duce his bill again in 1957, but is won- 


ering whether he should go on to 


some other unpopular subject, now 
that hts advance skirmishes on lobby 
cont ive become a public war-call 

Reps. Tom Joseph of Waco and J 


©. tnalliam of Brownfield last week 
lobbyist regulation and re- 
*“No man should he 
\ ho he Vv r} f - iil] 
vn l VOTKS for {alil 


ham said.) Senator Kilmer Corbin of 


called for 
¢ ’ 
i net Isclosure { 


asnamed ot 


Lubbock—testifying to explain his 
own $500 legal fee from Shoemake 
hefore the 1955 session avain called 
for an “anti-lobbving bill” I 


and asker 
about a trip he said Governor and 
‘Irs. Shivers had taken to Palm 


oprings during the legislative 


"4 SeSsion 


with an oil lobbyist. ( Lhe Shiverses 


paid their own way, and the Governor 
hoped Corbin had done the same. re 
plied the chief executive.) Sundav the 
Dallas News published t cartoon 
S/ ss 


ing a solon advancing on the cap- 


itol with a tome under arm, “How to 
ki vulat Lobbies.” and the cartoon 
carried the caption, “Lobbyists, Be 
Ware 

SENATOR Carlos Ashles 
of Llano, serious and shaken, ap- 


peared before the Sénate committee 
to relate his support of all the insur- 
ance regulation bills in the administra 
tion's “general” program, his opposi- 
tion to H.B. 240 to regulate U.S. 
Trust on grounds that the Insurance 
Commission could regulate its bank- 
ing operations adequately, his support 
of an exemption for U.S. Trust from 
the exemption was finally killed any- 
securities regulation on grounds that 
way—and his acceptance of the $10,- 
000 in cash from Shoemake. 

Seldom before has there been a 


more dramatic moment under the cap- 


My Mee 


Ashley Falters; State Bar 
Directors Take Action 


itol done than when Ashley, 
ronted by his five colleagues on one 


con- 


hand, the 


entire state press on the 
other, and scores of breathless specta- 
tors, found his voice breaking away 
from him and his eyes filling with 
tears as he read from his statement: 

“Ll concluded after much prayerful 
consideration that inasmuch as I am 
guilty of no wrong that I should have 
le courage to make a full disclosure 
and to stand up and face the issues ... 


knowing that by so doing I can be at 


' } 


peace with myself, with my God, and 
my friends .... my friends will take 
e af my word, or if they do not, my 


long fe of honest endeavor will have 
Senator Lock of Luf- 
kin furrowed his brow, Senator Se- 


crest, watching him closely from be- 


hind folded hands, appeared very sad, 
three women across the table from 
him, in chairs against the wall, broke 


into tears themselves. 

Kegaining his composure and dig- 
nity, Ashley said again, but in a firm, 
clear voice : 

“Let me say again, if they do not, 
then my long life of honest endeavor 
will have been to no avail.” 

\shley stated that he told Shoe- 
| — when Shoemake 
) work for him = on 
Phanksgiving Dav, 1954—that if leg- 
matters were involved, he 
would not accept the employment. He 
said that he went to the Insurance 
Commission in December, 1954, to as- 
certain that the company was solvent. 
(He would not say whom he talked to, 
but he displaved a letter he had re- 
ceived then from Garland Smith, then 
chairman, stating the company’s own 
report on its financial condition and 


definitely 


asked hun to 


’ 
Isiative 


TROUBLE 


that so far as Smith knew, it was pay- 
ing lawful claims against it.) Con- 
vinced of its solvency, he said, he ac- 
cepted from Shoemake—in cash for 
reasons Shoemake did not explain to 
him, he said—two sums of $2,500 
shortly before the Legislature con- 
vened and another $5,000 on February 
1, almost a month into the session. 

At week's end, the Corpus Christi 
Caller-Times reported that Senator 
William Shireman of that city had 
taken a $3,000 retainer, $250 a month, 
presumably in cash (since it did not 
appear in the Cavness audit on the 
subject), to represent U.S. Trust in 
lawsuits in the Corpus area. Shoe- 
make never asked him to do any work, 
but he was available, Shireman said. 
He did not represent U.S. Trust be- 
fore the Insurance Commission, he 
emphasized (an understandable em- 
phasis, since Shireman was sponsor of 
the bill for full disclosure by legisla- 
tors and state officials of any employ- 
ment thev received for representing 
clients before state boards and agen- 
cies—a bill which the senators laughed 
off the floor with mortal amend- 
ments). 


THREE OTHER senators 
appeared before their colleagues last 
week—and none of them were ques- 
tioned after their statements. 

Corbin charged that the Insurance 
Commission “stood by indifferently” 
from June until December, 1955, 
while U.S. Trust “defrauded thou- 
sands of citizens of their life savings.”’ 
He charged them with “downright in- 
competence, if not misconduct,” allud- 
ing to the expense-paid trips two of 
them have taken to various vacation 
spots and convention sites with insur- 
ance company executives. He called 
for a full investigation of the $50,000 
Casi 


the Legislature, saying it was spent to 


item Shoemake spent during’ 


get the “Shoemake amendment” ex- 
emption into the insurance securities 
bill. He pointed out that Senator 
Wardlow Lane of Center, a member 
of the investigating committee, was on 
the subcommittee that reported out 
what he called the “Shoemake amend- 
ment.” As to his own $500 from Shoe- 
make, he said it was for legal services 
for Southern Medical Services, as he 
has before. 

Senator Jep Fuller of Port Arthur, 
too, insisted his work was for legal 
services—law suits in Jefferson, An- 
belina. Hardin, and Orange counties. 
He safd when the company went 
broke it owed him $1,840, of which 
his firm had actually paid out $480 on 
expenses on lawsuits. He said he had 
never met Shoemake and does not 
even remember seeing him and that no 
official of U.S. Trust approached him 


matters last session. 


on legislative 

Senator Warren McDonald of Ty- 
ler took a different approach with the 
committee. (His firm received $350 
for McDonald's examination of an ab- 
stract and other legal work in connec- 
tion with the purchase of a piece of 
land in Smith County for U.S. Auto- 
motive, a Shoemake subsidiary, in De- 
cember, 1954.) McDonald offered to 
the committee his canceled checks, 
bank deposit records, income tax 
statements, a financial statement to his 
bank, and a sworn statement of assets. 
There has been much talk about in- 
come disclosure by legislators, but 
this is the only case in which a legisla- 
tor offered his records for committee 
scrutiny. 

McDonald again revealed that Shoe- 
make had offered him $3,600 but was 
refused, “He said to be perfectly hon- 
est he was interested in some legisla- 
tion,” McDonald related. It was the 
senator from Tyler who fought all of 
Shoemake’s special-interest bills bit- 
terly on the Senate floor. McDonald 
also warned the Insurance Commis- 
sion about his operations, and he took 
other steps to thwart Shoemake’s sen- 
atorial influence. 


Courts Close in on Irwin Firms 


AUSTIN 
insurance 


Court action in the 
week was confined to 
Irwin's attorney 


Estes 


scandals last 
Joe Irwin firms. 
petitioned federal judge Joe 
is to declare American Atlas 
Corp. and Joe A. Irwin, Inc., bank- 
firms’ admission that 
both companies have more liabilities 
assets on their ledger sheets. 
The attorney, Ralph Currie, then an- 
nounced the intention of skipping the 
state’s hearing on a temporary receiv- 
ership on the two firms later in the 
week. Judge Estes ordered the firms to 
ile lists of debts and assets in 15 days. 
In Austin the state insisted on its 
own suit against the two companies. 
Judge Charles O. Betts held 
the state made a prima facie case and 

ordered the temporary receiverships. 
Testimony confirmed the Observer’s 
earlier report that the firm of Irion, 
Cain, Bergman, and Cocke received a 
$13,750 check for back legal fees for 
Home Service Casualty Insurance 
Company. Kep. Dong Bergman, ac- 
cording to testimony developed, stated 
in a letter that considerations involved 
had a personal agreement 


Irwin as to services to be Tren- 
91° 


in Dall 
, 
rupt on the 


then 
Liibehi 


District 


were that he 
with 
dered him and his other companies. 

Be rgman in Dallas last week stated 
1 fees paid his firm by Irwin 
probably “about $25,- 
000," plus about $2,000 expenses. Ir- 
1 ated “about $30,000” 
cancelled checks, 
fees to be $27,697 


hat tota 


interests were 


Win ffs esti 
acu oo ee .s 
and checking his 

tal 


cified the tot: 
Sp 1i1e< tiie Ola 


(apparently including expenses), plus 
possibly some more. The Dallas 
Times-Herald had earlier quoted 


Bergman as stating: 

“Where the $30,000 comes from, I 
don't know. Over the past eight 
months he (Irwin) has paid mv firm 
$5,000 or $6,000 in fees on various 
matters, but no $30,000." Bergman 
also agreed at that time that there had 
been the back fee from Home Service 
Casualty. 

In building its case against Irwin’s 
companies last week, the state devel- 


Bergman Says His Firm 
Got Perhaps $25,000 Fees 


oped that the firm had assigned the 
back fee claim against Home Service 
to Irwin and got payment from Amer- 
ican Atlas. 

Charles Hansen, for a time execu- 
tive vice-president of American Atlas, 
said he had questioned the transaction. 
This had drawn Bergman's reply 
about his personal agreement with Ir- 
win as to services to Irwin and his 
other companies, 

Irwin said in an interview with the 
Observer Dec. 28 that the back fee 
was paid to get three companies “qui- 
etly buried by the Insurance Commis- 
sion” to protect American Atlas stock- 
holders. The Times-Herald quoted 
Bergman as labeling as false an in- 
accurate version of Irwin’s statement. 
Last week Bergman told the Observer 
in Dallas he refused a $5,000 fee from 
Irwin after they had resigned as Ir- 
win'’s counsel. He said he told Ir- 
win he would not accept any further 
employment with him but would see 
that “if we were paid, we would try 
to work out an agreement with the At- 
torney General on Home Service.” 

Of the other Irwin-related compan- 
ies—Dallas Fire & Casualty and All- 
American Home Lloyds—Bergman 
said he did tell Irwin that if he volun- 
tarily turned them into receivership he 
would avoid “the attendant publicity 
of court insolvency.” He said rela- 
tions with the Insurance Commission 
were not at issue in the agreement on 
the back fee. 7 

William A. Harrison, first assistant 
state auditor, told Judge Betts last 
week that Irwin’s American Atlas 
paid $110,000 for Southwest Mort- 
gage Company, “a shell” of a com- 
pany. He said a spot check showed 
items totaling $9,437 found in the 
“Joe Irwin, Inc.,” account of Ameri- 
can Atlas revealed the money had 
been spent for personal, not business, 
expenses. Hansen said that when Ir- 
win through American Atlas bought 


La Salle Casualty of Illinois, “it was 
insolvent under Illinois law.” 
Other developments in the insur- 
ance scandals last week: 
@ A.B. Shoemake, president of 
U.S. Trust & Guaranty who shot 
himself in the head, was given a good 
chance to live by doctors after having 
been first given no chance at all. A 
doctor said he “should be. all right 
physically and mentally” after “a long 
drawn-out” recovery. 
@ A _ spokesman for the Internal 
Revenue department in Washington 
said that agency is very interested in 
both the land and insurance scandals. 
@ Drew Pearson, the Washington 
commentator, charged on the first 
of two television programs that the 
Texas land and insurance scandals are 
the worst of any state in the nation. 
He also reviewed the Governor's 
$425,000 profit on a Valley land deal, 
the state’s printing contract awards to 
a printing firm in which the Shivers 
family had an interest, and other such 
matters. 


@ Garland Smith, the insurance 
commissioner, who resigned as 
chairman, he said, to reduce “sniping” 


at the commission from his foes, en- 
tered the hospital in Austin after gas- 
tro-internal hemorrhages, not believed 
to be serious. A spokesman for the In- 
surance Commission said he was sure 
the “pressure and tension” of the past 
few weeks contributed to Smith’s ill- 
ness. Smith has had stomach trouble 
in the past. 
@ Travis County D.A. Les Procter 
announced a trial date of Feb. 1 
of three Beaumont men on perjury 
charges in connection with the 1954 
insurance scandals. He also said he is 
investigating the General American 
Casualty receivership case. 

The Insurance Commission hired 
Joe Hornaday of Austin as_ its 
public relations man at a _ reported 
5500 a month, 
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AUSTIN 

Almost submerged last week in the 
tailored-for-headlines testimony about 
senators’ payments to U.S. Trust was 
an illuminating account of some 
causes of Texas insurance failures 
from a man who worked on the cases 
for the state 14 years. 

Renne Allred, Jr., attorney for the 
State’s liquidator until he was fired by 
the Insurance Commission last year, 
he says because he wanted to sue the 
commission’s chief examiner on be- 
half of some creditors of a broke com- 
pany, spun out a tale of kited checks, 
assets used twice, and what he called 
official negligence and some bribery. 

Saunders said Allred was fired be- 
cause his services were “not satisfac- 
tory.” He has not specified why, All- 
red replied last week that he has tried 
perhaps a thousand law suits for the 
state’s liquidator, winning judgments 
of “many hundreds of thousands of 
dollars,” and losing only two major 
cases and half a dozen smaller ones 
during his 14 years with the state. 

All the companies he discussed have 
been closed by the state. He charged 
that preliminary examinations by the 
commission’s examiners should have 
turned up the evidence of fraud be- 
fore the companies were even licensed. 

Testifying before the Senate inyes- 
tigating committee, Allred told how 
promoters of the Lone Star Casualty 
Company used the same $45,000 
twice, showing it as an asset at both 
banks by depositing it first in one, then 


AN OLD 


the other, and getting an affidavit 
from each bank. Most of the ~com- 
pany’s money was borrowed from 


other parties and returned ten days 
after Lone Star’s incorporation. 

Texas Mutual, which paid Sen. Wil- 
liam T. Moore thousands of dollars 
for his services, was organized on 
July 11, 1949, on $20,000 borrowed 
money, and within a week, $19,500 of 
it was repaid to lenders, Allred said. 
The commission’s now - suspended 
chief examiner, L. W. Blanchard, ap- 
proved a high realty appraisal with a 
statement he had “personally exam- 
ined” a deed that was non-existent; 
other examiners were entertained by 
the company; and one of them, V. C. 
Thompson, was paid $300 while ex- 
amining the company, Allred stated. 

Of $150,000 capital and 
claimed by Texas Fire at its outset, 
Allred said, $110,000 was borrowed 
and was repaid two days after the 
company received its certificate. Texas 
Western was incorporated with $125,- 
000 May 22, 1952, and the next day 
$115,000 of it was returned to the 
lender—none other than Texas Mu- 
tual. The rest was returned later, 

In the United Lloyds receivership 
case, Allred again pointed out that the 
company was organized with $55,000 
of its $60,000 capital actually bor- 


surplus 





vi 
$10 that (Commercial Secure 


. ; : Te a ] - 
rowed money from a bank- repaid ganized illegally on bor 
ey.” He was told to make 


three months later and replaced 

° ir he: 
“inflated mortgages.” In this case, tov lation, confirmed that he 
a . } - » - 
$70,000 was borrowed by the compa: won the bet, and the com 
in December, 1952, used to show sed. Century Lloyds then 
good financial condition in the end-<« 
year statement, and returned to the tion with the Commercial 


VV 


Allred said he told Commissioner By- 
eS ro! uunders and casualty actuary 
f° % Angus McDonald “I would bet them 


too, of course, 


lending bank early in January, 19 e Altred offered an ine 
Another company, United World, \ nogsible season why the 
e . = - ° = HISD i i asi \¥ ‘ i " 
organized in May 1953 with £2 ") ! ; a oy -<- . 
i 5 iba a ee examinations or the 
“TOW e¢ ‘Y » on e 
vorrowed money, he said. t turn up such fraud, 
State law prohibits organizing 
insurance company on. borrov , 
E Dallas and saw Don Cores 


money, of course. 

A different kind of collapse wa 
lustrated by Allred in Lloyds of Gre 
State, insolvent on April 30, 1953, 
$127,000 according to a commis : 
examiner, Washington Whitesid: ae Rad ont 
After this finding, Blanchard as! re —— whan 
Great State to put up some more eee 
or securities; they posted a $10,000 
cashier’s check and real estate 
valued at $170,000. In the spring 


examiner) at the Seuth- 

got to talking with him 
| that I didn’t see why an 
en making a preliminary 


lidn’t try to 


went to, 
vasn’t going to do that, 
r made an affidavit it was 

sas far as he was going. 
1954 the board placed the company It ; oe at that é 7 had 
receivership, and, said Allred, the wg ines. dBeer~ cuapmeecaietaa lta 
ceiver was offered $1,000 for th ial Security. 
“$170,000” land by the people wi 
had sold it to Great State. ~ 

Allred said the board knew Centur The 
Lloyds was insolvent before Octolx t of a $6 million suit by 
22, 1953, but that Blanchard approv: Four ; 
a plan to let Commercial Security re | as defendants for conduct- 
insure Century the creditors allege was 

false in 1952, 


some 


time he 


o offered a simplified hiss 
ive General American 
llapse. company 1s 


commission examiners 


Lloyds’s insurat 





Saun 


AUSTIN 

House investigators this week are 
trying to find out what became of 
that $50,000 A, B. Shoemake spent 
charged to “cash”—$30,000 of it 
“co-extensive” with the last Legisla- 
ture. On the Senate side, probers will 
hear William Shireman, the Senator 
from Corpus Christi, tell why he 
took that $3,000 retainer from 
Shpemake and never did any work 
for it. 1f last week’s pattern continues, 
the House probers will drill in for ge- 
tailed answers, and the senators will 
not question their colleague, Shire- 
man, at the end of his testimony. 

The senators, however, gave J. By- 
ron Saunders, Insurance Commission 
chairman, quite a hard time last week. 
They pressed him on why U.S. Trust 
was permitted to sell securities after 
the law requiring a license went into 
effect Sept. 6. (He replied that they 
did so “at their own peril” and that he 
had not been hired as a prosecutor.) 
They also pressed him on why the 
commissioners didn’t close down U.S. 
Trust after their recorded “specific 
findings” that it was insolvent and its 
capital totally impaired. His reply 
raised important questions. 

Senator Secrest noted that in Saun- 
ders’s prepared statement about U.S. 
Trust, he had stated that when the 
Commission asked the Attorney Gen- 
eral to act against U.S. Trust, it was 
not because they considered the com- 
pany insolvent, but to “prevent a run” 
on it because of the Dec. 12 denial of 
a securities license, 

Ts no one yet positive that it is in- 
solvent? asked Secrest. 


“No, sir, I don’t say that it is not or’ 


is,’ Saunders replied. “In every in- 
stance we alleged it was insolvent, we 
alleged any and everything we can, 
hoping to prove something and if you 
prove any fact of the allegation, the 
entire issue will be substantiated.” 
Again he said: “We didn’t have the 
type of evidence the court would have 
required to find it insolvent.” They 
closed the company as fast as they 
could, he said. 

As every Texas insurance man now 
knows, the Insurance Commission has 
full power to kill or severely injure 
any company in Texas merely by al- 
leging it is insolvent or its manage- 
ment unworthy of the public confi- 
dence. If the commission is prepared 
to allege “any and everything we can, 
hoping to prove something,” what se- 
curity has a Texas company against 
show cause orders and the ruinous 
publicity attendant to them? 


ers on the 


Saunders, of course, told the Sena- 
tors that the June order against U.S. 
Trust was and 
available to the press. Does this mean 
that the commissioners entered into 
the public record charges of insolv- 
ency they couldn't prove —and still 


public information 


can’t—against a $7 million company? 
Spokesmen for U.S. Trust always 
maintained that “the bankers,” 
of Shoemake’s five percent interest 
rate, were out to “get” him. Terhaps 
the answer to the question depends on 
the eventual outcome of the U.S. 
Trust audit—which is not available to 
newspapermen now. 

(On the other hand the board did 
not make the June findings available to 
the press, and on page 21 of the trans- 
cript of the hearing on the June order, 
Saunders said in Shoemake’s pres- 
ence: “I haven't told anyone about this 
show cause order and we were trying 
to keep it, I thouglit, very quietly as 
between Mr. Shoemake and _ this 
board.’’) 


jealous 


Atso last week, the “mys- 
tery period” of July 5-September 15, 
1955, kept bobbing up in the question- 
ing; but no one pressed too hard on it. 
This was the period, as the Observer 
reported earlier, when the commission 
at least acquiesced in a second private 
audit of the company, ostensibly paid 
for by Shoemake, Felix Finsohn, a 
Dallas accountant whose accounts in- 
clude Loan Star Boat an affiliate of 
Insurance Company of Texas, granted 
to the Observer he had been paid $20,- 
000 to $30,000 by Shoemake’s firm, 
Senator Fly asked Saunders last week 
if he knew anything about a report 
lly had received that Shoemake had 
given up management of the company 
to the Einsohn group and had to buy it 
back when Finsohn’s audit indicated 
the company was in trouble. No, said 
Saunders; if Einsohn managed it, he 
knew nothing about it. (Incidentally, 
Garland Smith, who was chairman in 
June, and Mark Wentz, the third com- 
missioner, were not questioned by any 
senator or representative during last 
week’s hearings.) The Observer, too, 
had understood that Shoemake lost 
control of U.S. Trust’s management 
during this period. “I have assigned 
my interest,”’ he said in the July hear- 
ing. Rep. Bert McDaniel told the Ob- 
server in Waco that Shoemake had 
kept control at all times, and Einsohn 
said he never took over management. 
The Observer was informed that Ben- 
Jack Cage of Dallas, president of 


1€r companies, General 
tan \lamo Casualty, were al- 
in 1949. General Lloyds 


$300,000 to buy Alamo’s 
al American was organ- 
19, 1952, with $250,000 
being cash, Allred said, al- 
of the assets so listed 


ier’s check payable to the 


L.C.T., had been a part of the cor 
templated new management gro 
but the Observer has had no suc: 
in efforts to contact Cage. Fin 
said Cage was not associated with hi 
in the July-September audit, isurer, 
and June, 1952, General 
holly re-insured the insur- 
General Lloyds and Alamo, 
erican Was examined as Of 
1952, and as is now als 
apartment rent of the ex- 
W. J. Noad, was paid by the 
(The creditors’ suit also 
ird and supervising exam- 
sutler received “other 


OTHER MAIN points 
last week’s testimony (exclusive of the 
drama of senatorial retainers, report 
separately ) : 

William MHarrison, first assistant 
state auditor, said Shoemake refuse 
Dec. 30 to discuss cash withdrawals 
during the legislative session. 

Saunders said* the insurance indus- 
try, the Legislature, and the Insurance TI a en ae 4 
Commission shared the blame for the, i Woe ee showed 
present insurance situation. He said _ l American solvent. 


some past Insurance Commission had he fi 


rst time, Allred revealed 


been “derelict” in regulation enforce eneral American had written 
ment. He urged repeal of Chapter nd $200 checks to company 
of the Insurance Code, which permit for “entertainment wf a- 
ted Shoemake’s banking - insurance: December, 1952—during the 
operation. é The carbon copies of the 

Saunders denied examiners’ report n the company’s files were 


were “edited” in a central office except 
that sometimes worksheets were < 
rected. 

Secrest asked him if he didn’t thin! 
the industry should be regulated 
someone “thoroughly trained in 
phases of insurance and _ technical! 
qualified.” He replied: “Senator, I'll The Texas Observer 
be glad to quit if you want me to.” Jan. 25, 1956 


pay able to “Blank.” 


Allred seek to substantiate 
tions of graft, fraud, negli- 
bribery in the tangled his- 
xas insurance failures, ~ 








— 





LEGAL ADVERTISEMENTS : ‘How Compeman, aa bamiiae Geaahaeer 
at 1 to take place after the expira- 


TO WHOM iT MAY CONCERN: (30) days from this the. 20th day 


Notice is hereby given that Marian H. G = " oe 
doing business under the firm name of Carrousel RUDY J. KUNETKA, sole owner 
Children’s Shop, in San Antonio, Bexar County, € Rudy's Poultry and Egg Company 
Texas, intends to incorporate such firm immed 
ately under the name of Carrovueel Children 
Shop, Inc., at the same place of business, sa 
corporation to acquire all the assets and assum¢ 
all of the liabilities of said business. 


ricE TO CREDITORS OF THE ESTATE OF 
J DAPHNE FERN PETTY, DECEASED 

is hereby given that original Letters of 
upon the Estate of Daphne Fern 


—_ change is to be effective as soon as Pe eceased, were granted to me, the under- 
authorized by law. n the 28th day of December, 1955, by 
SIGNED this 30th day of December, A. D.,  ; ty Court of Travis County, Texas,’ All 


1955. ee . 

CARROUSEL CHILDREN’S SHOP it , 

a... y ed to present the same to me within 

By: MARIAN H. GURNEY, Owner +} prescribed by law. My residence and 

ere oe —— r uddress i# 9103 Georgian Drive, Aus- 

s ; DX AS County, 

COUNTY OF NUECES ; 

TO WHOM IT MAY CONCERN: 
Notice is hereby given that Philip Lieberman, 

doing business as Lieberman's, intends to ir 

porate such firm, effective immediately, under the . 


claime against said Estate are 


Texas. 

CHARLES F. PETTY 
Administrator of the Fatate of 
Daphne Fern Petty, Deceased 


firm name of LIEBERMAN’S OF ROBSTOWN, THE STATE OF TEXAS 
N i i r PANS * 
INC ° WHOM IT MAY CONCERN: 


HIL SBERMAN 
PHILIP LIEBERM y given that Russell A. Massey 


Massey, partners, doing business une 

name of Massey Brothers Drilling 
{ i to corporate such firm without a 
irm name, and that the said corpora- 


2reby 


STATE OF TEXAS 
COUNTY OF NUECES 
TO WHOM IT MAY CONCERN: i ll 
Notice is hereby given that Philip Liebermar ‘ ‘ . a i 
doing business as Lieberman's, intends to incor : xia chat thi —— ao cong sn 
porate such firm, effective immediately, under ‘ gee a a yg anal cay shes “se me 4 
the firm name of LIEBERMAN’S OF TAFT, INC “ee Oe ee ee 
PHILIP LIEBERMAN ewspaper, published at the seat of 
rnment and in the county in which 
as ite principal place of business. 
RROTHERS DRILLING COMPANY 
RUSSELL A. MASSEY 
EDWARD MASSEY 
scbscribed before me, this the 





NOTICE OF DISSOLUTION OF FIRM 
AND INTENTION TO INCORPORATE 
Notice is hereby given that the undersign: 
Rudy J. Kunetka, sole owner of the business fir n to and 
of Rudy's Poultry and Egg Company, located at 3 of January, A. D., 1956, by the said Rus- 
6403 BKayway Drive, formerly known as %01 4. Massey and Edward Massey, certified 
North Market St. Road, Baytown, Harris County, x tness my hand and seal of office. 
Texas, intends to dissolve such business firm of s) GLENN E REESE 
Rudy’s Poultry and Egg Company and incorporate Notary Public in and foe 
the same without a change in the firm name Parmer. County, Texas 











This Week in Texas 


Tesse Jones h is i 


sitv of Houston $1 


build ancw classroom build Ny 


@ The wite of 67-vear-old ex-goy 


\ oke 


birth tu a seven-pound girl 


ernot Stevenson has given 


Phe Public Housing 
tron has demanded the 
Llous os Auihe 


erally-f nanced 


ritv turn over all ted 


rental propet 


Cause of contract violations uding 
use of funds to fimance ex-may 
Herbert Cartwright’s campaigns, pr 
motion of the Pelican Island ( private 
project by farmer G.H.A director 
Walter Henslée now explo ed by the 
Peli in mipany and other alleged 
Olrtieciises 

@ > ens. Lyndon Johnson and Price 


Daniel opened the tor 


the Negro for d 


heor h ell 


sturbing the peace, 


his blac kjack broke, caus- 


| 1} 


ny skull fractt throat paralysis, 


Tes, 


ml convulsions 


The deputy says the 

gro resisted arrest and says he only 
hit ‘hin with a gun, The Negro 
seeks S1O1,000 damages in a suit nam- 
the 


< ae) 
ones 
ing deputy and others. 


chiet, 


Houston's police J ack 
| has been accused by police 
asking the dismissal of a 
igainst a Negrd to help the 
former Hofheinz administration win 


Negro votes. Heard said he did so out 


( harge 


oft fairness, not for political reasons, 
but added that a Hofheinz aide tried 
to get the policeman who arrested the 
Negro fired 


~ 


@ Heman Marion Sweatt, first Ne- 

» admitted to the University of 
Tex is, reportedly took an overdose of 
sleeping pills in Cleveland, Ohio, Jan- 
He dropped out of law school 
time ago after having difficulties 


~ 
uaryv s 


Campaign soe 
‘ } ‘ } } ‘ +}, is 14 lie 
the tnt exempting natural gas produc W 1 > SHUGICS, 
> _ f ~ler ~aritiat wT? ] <! \ >| ° ° 
‘ mn federal regulation last week @ [n Austin, gubernatorial candi- 
° oe - nateeen . gofiin Pi 
@ In Laredo, a group of citizens a daié Reuben Senterfitt called for 
, - » a constitutional convention to elimin- 
ised) four cit) aidermen and .  « : 
; ; ate lack of safeguards against present 
tit ’ t ith 3 i ’ ‘ : : 
t ; ; ai . St yeterans land and insurance evils and 
vate Dusiness with the whil ! er inefficiencies 
p sttice. Remova um oft was P ‘ : 
@ \lex Bul, housing rehabilitation 
; ties ‘ co-ordinator of Dallas, an- 
@ The state } } “= nounced that 40 truckloads of lumber 
i ¢ is ( . s3 rare ~ 
p and trash has been removed from Dal- 
; fs ¢ larec t Lr€ vé¢ : : pine : . 2 7 
Pahoa ; ss “Little Mexico” downtown slum 
a vial € ” 
Diva t { that 300 owners there have been 
, , ' il be asked to improve their prop- 
Sta | i 1€ < e ip 
pet ida ange of @ \i vea | about 24,000 people 
1c) n Texas were receiving federal 
@ \ [Stew edet cuneni ” 
i ~ pp word 
; \ egroe ~ asl 
a} 4 Creoryia ¢ mall t 4 e l 2) is, the Statler Hilton Ho- 
n m dollars, Ret rt ‘ es ‘| opened, dt is a 20-story struc- 
fir vith 1,001 rooms, each with a 
4 lt? ' . ° - e . 
@ NOCK PO Neg ges an view of the Dallas skyline through 
\ransas Cour leputy sting aad picture windows. 





Daniel Prepares for Race 


{on ea i bag i 
mad 4 ik 
7 is not a y 
oer 
1 _ 
[ i 4 ' 
1ANs 
ne } “ s 


o 
‘ ! _ n 4 = ’ 
son } ; 
- - 
Vet 
” 
, 4 ; 
in’ 
al | 
ad , 
i prol ’ 
dt . 
“ pos ih the 
, i _ f t 
ili ¢ 
s! , = 
m of g 
if 1 st 
Similiar Sue es 
~ i he = ¢ € ( j ‘ 
iv bs | 
P omnis sio1 ne 
prices, he said. The bil 
ies to O h i 
| lucers. It is of even ¢ er in 
] tance to the cons n 
tron. Our argument is 1 ; He 
argued that natural gas will be n 
short supply in the long-run 
competition is maintained. 
He also reviewed his narcotics 


His 
mended a maximum penalty of death 
for smuggling or selling he 


(“The man who sells heroin is selling 


quiry, subcommittee has recor 


roin., 


ie < | apne and robt CTY wos It’s 
on the installment plan.”) He 
said | found there are 60,000 nar- 
s addicts in the U.S., more than 
e total reported in the rest of the 
Wes vorld, and that half of all the 
nu ropolitan areas is related 

i s add D 
Danie 1} s for an open door” 
policy to press m the state govern- 
ie st ets (except, ol 
st i mes are “‘intolera- 
t | level and indefenst- 
level,” he said For- 
v ship of the public's 
state g ment 1s 
ss e detection and rid- 
‘ f c who have violated 
nub ind alse r honest 
il pub lovees and offi- 
id the freedom to 
5 oO ntrol must 
ibility of search- 
S i vithout ac- 
y controls oy meit sea ch, 
~liTi pe sed Or imposed by 
i 1 I be nN é 0 the al- 
« ! t press Tho who stand 
le seart stand, also, 
i good government. Those 
‘ t arcn, n elect, also, 
i iid of “full reporting’; “We 
ot se for less, whatever the 


ma The people’s business, 
¢her in Washington or in Austin 
surthouse or the city hall, 
insacted in public, and when 
mpronil s€ ils p! inc pie, we com- 


promise our integrity and jeopardize 
out} liber i 

Daniel also spoke to the Texas 
Medical Association Meetin g of 


county medical officers Saturday af- 





ternoon. He was relaxed but intense 
through the day. 
The Texas Observer 
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The formal appeals of Bascom 
Giles from his convictions of ac- 
complice to theft and bribery were de- 


He Is 


prison. 


nied. now at Huntsville state 


€ Newton of Houston, 


state bar vice president, said im 


Gresham 


Victoria lawyers must remove the un 
worthy from their ranks and educate 
the public on the work of lawyers and 


courts. 


@ Republicans in Houston said they 
will try for two legislative seats 
and again oppose Congressman Albert 


Thomas. 


@ Rep. Bob Poage of Waco an- 
nounced in Washington he will 
investigate alleged high profit-taking 
by packing houses and others in the 
government's pork-buying program. 


@ The Laredo Bar Assn. adopted a 

resolution criticizing a Corpus po- 
lice lieutenant’s remark that federal 
judges in the Southern district are le 
nient On narcotics violators. The re- 
mark was taken to refer to Judge 
James Allred of Corpus. “Unjust crit- 


and 


founded attack,” said the association, 


icism and an unwarranted un- 


Bexar County commissioners 
voted themselves and other 
county officials raises last week. 


The administration’s federal aid 
bill would provide Texas $16.8 
million a vear for school construction 5 
the Democrats’ bill would provide $22 
million, State and local districts would 
have to put up $11.7 million to get the 
administration’s $16.8 million; they 
to match the sum in the 
bill one-for-one, 


would have 
Democrats’ 


@ Rep. Jerry Sadler of Priscilla has 
again called for a special legisla- 
tive session to. prevent school integra- 


tion, 


In Fl Paso, an audit of the city 
license bureau reported that $20,- 
000 taken in had not been accounted 
for. Thirty-four $5 receipts were en- 
tered as receipts for $125 in one ex- 
ample of how it may have happened, 


@ Cong. Wright Patman of Texar- 
kana charges that New York 
bankers are starting a campaign to put 
control consumer credit in the 
hands of the Federal Reserve. “I can’t 
understand why they want to reach 
out and regiment the poor man, who 
uses installment buying to acquire 
many of life’s necessities,” he said. 


ot 





Also all other forms of 


LIFE INSURANCE. 
HOSPITALIZATION 
SICKNESS - ACCIDENT 











SEE YOUR - 
“NABLICO” 








INSURANCE COMPANY 


L. WH. GRAVES, JR., President 


4703 ROSS AVE. 


Over *20 Million Dollars in 
Assets for the Protection of 
Our Policyholders 
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